HB 1093-1— Filed 03/18/1999, 11:41 Adopted 3/18/1999

COMMITTEE REPORT

MR. PRESIDENT:

The Senate Committee on Pensionsand L abor, to which wasreferred House Bill No. 1093,
has had the same under consideration and begs leave to report the same back to the Senate
with the recommendation that said bill be AMENDED asfollows.

1 Replace the effective dates in SECTIONS 5 through 7 with

2 "[EFFECTIVE JULY 1, 2000]".

3 Page 1, between the enacting clause and line 1, begin a new

4 paragraph and insert:

5 "SECTION 1.1C4-3-3-2ISAMENDED TOREAD ASFOLLOWS

6 [EFFECTIVE JULY 1, 1999]: Sec. 2. The surviving spouse of each

7 individual who serves as governor and who is entitled to aretirement

8 benefit under section 1.1 of this chapter, is entitled to an annual

9 pension. Thepension shall bepaidinequal monthly installmentsby the
10 treasurer of state on warrant of the auditor of state after a claim has
11 been made for the pension to the auditor by the surviving spouse or a
12 person acting on his behalf. The annual pension under this section is
13 equal to the greater of following:
14 (1) fifty pereent {56%) of For the surviving spouse of a
15 governor who died before July 1, 1998, the greater of:
16 (A) the annual retirement benefit to which the governor to
17 whom the received by the surviving spouse was mmartied
18 wottd have been entitted on the date of the governor's death
19 tinder seetron 11 of this ehapter: during the year beginning
20 July 1, 1998; or
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1 2 (B) ten thousand dollars ($10,000).

2 (2) For thesurviving spouseof agover nor whodiesafter June

3 30, 1998, the greater of:

4 (A) fifty percent (50%) of the annual retirement benefit

5 that the governor to whom the surviving spouse was

6 married was receiving or was entitled to receive on the

7 date of the governor'sdeath; or

8 (B) ten thousand dollar s ($10,000).

9 The surviving spouse of each individual who serves as governor must
10 elect to receive either (1) or (2) above and once any payment has been
11 received the electionisirrevocable. The surviving spouseisentitled to
12 receive the pension for the remainder of his life unless he remarries.
13 Notwithstanding any other law to the contrary, the pension under this
14 section is in addition to any other retirement benefits a surviving
15 spouseis entitled to receive.”.

16 Page 2, delete lines 14 through 42, begin a new paragraph and
17 insert:

18 "SECTION 3. IC 5-10.2-2-3 IS AMENDED TO READ AS
19 FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 3. (8 The annuity
20 savings account consists of:

21 (1) the members' contributions; and

22 (2) the interest credits on these contributionsin the guaranteed
23 fund or thegain or lossin market valueon thesecontributions
24 in the alter native investment program, as specified in section
25 4 of this chapter.

26 Each member shall be credited individually with the amount of the
27 member's contributions and interest credits.

28 (b) Each board shall maintain the annuity savings account program
29 in effect on December 31, 1995 (referred to in this chapter as the
30 guaranteed program). In addition, the board of the Indiana state
31 teachers' retirement fund shall establish and maintain a guaranteed
32 programwithinthe 1996 account. Each board may establishinvestment
33 guidelines and limits on al types of investments (including, but not
34 limited to, stocks and bonds) and take other actions necessary to fulfill
35 its duty as a fiduciary of the annuity savings account, subject to the
36 limitationsand restrictionsset forthin |C5-10.3-5-3and | C 21-6.1-3-9.
37 (c) Each board shall establish alternative investment programs
38 within the annuity savings account of the public employees retirement
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fund, the pre-1996 account, and the 1996 account, based on the
following requirements:

(1) Each board shall maintain at least one (1) aternative
investment program that is an indexed stock fund and one (1)
aternative investment program that is a bond fund.

(2) The programs should represent a variety of investment
objectives under IC 5-10.3-5-3.

(3) No program may permit a member to withdraw money from
the member's account except as provided in IC 5-10.2-3 and
IC 5-10.2-4.

(4) All administrative costs of each alternative program shall be
paid from the earnings on that program.

(5) A valuation of each member's account must be completed &t
teast annadaty: as of thelast day of each quarter.

(d) The board must prepare, at least annually, an analysis of the
guaranteed program and each aternative investment program. This
analysis must:

(1) include a description of the procedure for selecting an
alternative investment program;

(2) be understandable by the majority of members; and

(3) include a description of prior investment performance.

(e) A member may direct the allocation of the amount credited to
the member among the guaranteed fund and any available alternative
investment funds, subject to the following conditions:

(1) A member may make a selection or change an existing
selection at any time, but not more than once in a twelve (12)
month period.

(2) The board shall implement the member's selection beginning
thefirst day of the next calendar quarter that begins at least thirty
(30) days after the selection isreceived by the board. Thisdateis
the effective date of the member's selection.

(3) A member may sel ect any combination of the guaranteed fund
or any available alternative investment funds, in ten percent
(10%) increments.

(4) A member's selection remains in effect until a new selection
is made.

(5) On the effective date of amember's selection, the board shall
realocate the member's existing balance or baances in
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1 accordance with the member's direction, based on: the market

2 vetde

3 (A) for analternativeinvestment program balance, themarket

4 value on the effective date; and by aceeunt batanee

5 (B) for any guaranteed program balance, the account balance

6 on the effective date.

7 All futdre contributions to the member's account shall be

8 alocated as of the last day of that quarter in accordance with

9 the member's most recent effective direction. The board shall not
10 reallocate the member's account at any other time.
11 (f) When amember who hias seteeted participatesin an aternative
12 investment program tetires; dies; suspendsmembership and witheraws
13 from thefund: or transfersthe amount credited to the member from one
14 (2) alternativeinvestment program to another alter nativeinvestment
15 program or to the guaranteed program, the amount credited to the
16 member shall be valued at the market value of the member's
17 investment, as of the tast day of the preceding auerter: before the
18 effective date of the member's selection. When a member who
19 participatesin an alter nativeinvestment programr etir es, becomes
20 disabled, dies, or suspends member ship and withdraws from the
21 fund, theamount credited tothemember shall bethemarket value
22 of the member's investment as of the last day of the quarter
23 preceding the member's distribution or annuitization at
24 retirement, disability, death, or suspension and withdrawal, plus
25 contributionsreceived after that date.
26 (g9) When a member who participates in the guaranteed program
27 retires; dies; saspends membership and withdraws from the fund; of
28 transfers the amount credited to the member to an alternative
29 investment program, the amount credited to the member in the
30 guaranteed program iscomputed without regard to market valueand is
31 based on the balance of the member's account in the guaranteed
32 program as of the last day of the preeeding quarter preceding the
33 effective date of thetransfer. When amember who participatesin
34 the guaranteed program retires, becomes disabled, dies, or
35 suspends member ship and withdraws from the fund, the amount
36 credited to the member shall be computed without regard to
37 mar ket value and isbased on the balance of the member'saccount
38 in the guaranteed program as of the last day of the quarter
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1 preceding the member's distribution or annuitization at
2 retirement, disability, death, or suspension and withdrawal, plus
3 any contributions received since that date plus interest since that
4 date.
5 SECTION 4. IC 510.2-2-4 IS AMENDED TO READ AS
6 FOLLOWS[EFFECTIVE JULY 1, 1999]: Sec. 4. (a) Interest shall be
7 credited and compounded at least annually on all amounts credited to
8 the member in the guaranteed program. For the guaranteed program,
9 the board shall annually establish aninterest credit rate equal to or less
10 than the investment income earned.
11 (b) The market value of each alternative investment program shall
12 be alocated at least annually to the members participating in that
13 program.
14 (c) Contributions to the guaranteed program and the alter native
15 investment programsshall beinvested asof the eontribttionsarepaied
16 and last day of thequarter in which thecontributionsarereceived.
17 Contributionstotheguaranteed program shall beginto accumul ate
18 interest at the beginning of the quarter after the quarter in which the
19 contributions are paieh: Contribdtions to the alternative tavestment
20 programs shat be tavested as the eontributions are patek: received.
21 (d) When a member retires or withdraws with a balance in the
22 guaranteed program, a proportional interest credit determined by the
23 board shall be granted for the period elapsed sincethelast interest date
24 on that balance.”.
25 Delete page 3.
26 Page 4, delete lines 1 through 15.
27 Page 4, line 24, delete "shall" and insert "may".
28 Page 4, line 31, delete "(d)".
29 Page 4, line 31, strike " The board may establish rules for deferring
30 the effective date of".
31 Page 4, line 32, strike "a suspension of".
32 Page 4, line 32, delete "membership” and insert "membership:".
33 Page 4, line 32, delete "under this section.”.
34 Page 4, line 32, strike "The deferral may not".
35 Page 4, strike line 33.
36 Page 4, line 34, delete " (e)" and insert "(d)".
37 Page 5, between lines 15 and 16, begin anew paragraph and insert:
38 "SECTION 7. IC 5-10.2-4-1.3 IS ADDED TO THE INDIANA
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CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 1999]: Sec. 1.3. (&) A member who files an
application for retirement benefits must provide the following
information on the application form:
(1) Theretirement date chosen by the member.
(2) Whether the member chooses:
(A) an annuity purchased from theamount credited to the
member in the annuity savings account;
(B) atotal or partial distribution from theannuity savings
account under section 2(b) of thischapter; or
(C) a deferral of the payment of any benefits from the
annuity savingsaccount under section 2(c) of thischapter.
(3) Thenameof thebeneficiary or beneficiariesdesignated by
the member with respect to the pension portion of the
member'sretirement benefit.
(4) Thenameof thebeneficiary or beneficiariesdesignated by
the member with respect to the annuity portion of the
member'sr etirement benefit, unlessthemember choosestotal
distribution under section 2 of this chapter.

(b) A member's designation of beneficiariesin the application
for retirement benefits supersedes any previous designation of
beneficiaries by the member.

(c) A member must indicate the name, address, date of birth,
and Social Security number of each designated beneficiary and
provide proof of birth of each designated beneficiary.

(d) Each board shall adopt a form for the application for
retirement benefitsthat meetsthe requirements of this section.".
Page 5, line 19, after "benefit" insert "of the pension portion”.

Page 5, line 29, after "the" insert "pension portion of the".

Page 5, line 41, after "time" insert ", as".

Page 5, line 41, delete "fund." and insert "board.".

Page®6, line7, strike"lump sum payment” and insert "distribution™.

Page 6, line 13, strike "lump sum payment" and insert
"distribution”.

Page 6, line 16, strike "lump sum payment" and insert
"distribution”.

Page 6, line 29, after "choose" insert ", as of the first day of a
month,".
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1 Page 6, line 29, delete "lump sum payment" and insert
2 "distribution”.
3 Page 6, line 35, delete "lump sum payment" and insert
4 "distribution”.
5 Page 6, line 38, delete "lump sum payment" and insert
6 "distribution”.
7 Page 6, line 42, delete "lump sum™ and insert "distribution”.
8 Page 7, line 4, after "chapter." insert "The amount to be paid
9 under thissection shall be determined in the manner described in
10 | C 5-10.2-2-3, except that it shall be determined as of the last day
11 of the quarter preceding the member's actual distribution or
12 annuitization date.”.
13 Page 7, line 5, delete " (d)".
14 Page 7, line 5, strike "A member who retiresis entitled to receive
15 monthly".
16 Page 7, strike lines 6 through 7.
17 Page 7, line 8, delete "(e)" and insert " (d)".
18 Page 7, line 37, after "(b)" insert "A member who retires is
19 entitled to receive monthly retirement benefits, which are
20 guaranteed for five (5) years or until the member's death,
21 whichever islater.".
22 Page 7, line 39, after "the" insert "five (5) year".
23 Page 7, line 39, after "payments” insert ".".
24 Page 7, line 40, strike "specified in section 2 of this chapter.".
25 Page 8, line 22, after "marries’ insert ", either for thefirst timeor
26 following the death of the member's spouse,”.
27 Page 8, line 41, strike "section 2 of this chapter." and insert "this
28 subsection.".
29 Page 10, between lines 2 and 3, begin a new paragraph and insert:
30 "SECTION 13. IC 5-10.3-5-4 IS AMENDED TO READ AS
31 FOLLOWS[EFFECTIVE JULY 1, 1999]: Sec. 4. (a) Securities shall
32 be held for the fund by banks or trust companies under a custodial
33 agreement. Income, interest, proceeds of sale, materials, redemptions,
34 and all other recei pts from securities and other investments which the
35 board retains for the cash working balance shall be deposited with the
36 treasurer of state.
37 (by Fhe board may not purchase a seedrity of financial Haterest
38 tssued or ewned by a custodian or by asubsidiary,; parent eoerporation;
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1 of hotding company of a eustodian:
2 fe} (b) Subject to IC 5-10.2-2-15, the board may contract with
3 investment counsel, trust companies, or banksto assist the board inits
4 investment program.".
5 Page 12, between lines 21 and 22, begin anew paragraph andinsert:
6 "SECTION 17. IC 5-10.3-7-6 IS AMENDED TO READ AS
7 FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 6. Leave Service. (a)
8 A member isentitled to service credit for adoption leave of not more
9 than one (1) year and for leaves of absence, granted under rulesin
10 force at the time of the leave, totaling six (6) months or less during any
11 period of four (4) consecutive years.
12 (b) A member may make contributions during the leave of absence
13 based on his rate of compensation on the date his leave of absence
14 began.
15 (c) Notwithstanding any law, this section must be administered in
16 amanner consistent with the Family and Medical Leave Act of 1993
17 (29 U.S.C. 2601 et seq.). A member on aleave of absencethat qualifies
18 for the benefits and protections afforded by the Family and Medical
19 Leave Act is entitled to receive credit for vesting and eligibility
20 purposes to the extent required by the Family and Medical Leave Act,
21 but is not entitled to receive credit for service for benefit purposes
22 unless the leave is described in subsection (a).".
23 Page 13, between lines 5 and 6, begin a new paragraph and insert:
24 "SECTION 20. IC 21-6.1-3-18 IS AMENDED TO READ AS
25 FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 18. Conflicts of
26 Interest. (a) Except as otherwise provided, no trustee or employee of
27 the board may have any direct interest in theincome of any investment
28 made by the board nor may receive any pay or emolument for services
29 connected with any investment made by the board. However, the
30 board may purchase a security or financial interest issued or
31 owned by a custodian bank or trust company or by a subsidiary,
32 parent corporation, or holding company of a custodian bank or
33 trust company.
34 (b) No trustee or employee may become in any manner an obligor
35 for money loaned by or borrowed from the fund.”.
36 Page 15, delete lines 8 through 42, begin a new paragraph and
37 insert:
38 "SECTION 23. IC 21-6.1-5-9 IS AMENDED TO READ AS
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FOLLOWSI[EFFECTIVEJULY 1,1999]: Sec. 9. (a) Thefirst pension
benefit payment after retirement shall be made not more than ninety
(90) daysafter the completion and filing of the member'sapplication
for retirement dete: benefits.

(b) After that the first pension benefit payment, each person
entitled to benefits shall receivetheretirement benefitsininstallments
payable by the tenth day of each month.

(c) The last retirement benefit payment must be prorated to
terminate at the member's death.".

Page 16, delete lines 1 through 23.

Page 17, delete lines 23 through 42.

Delete page 18.

Page 19, delete lines 1 through 10.

Page 20, delete lines 10 through 25.

Page 20, line 30, after "officer" insert "or former marshal”.

Page 20, line 32, delete "and the".

Page 20, delete line 33.

Page 20, line 34, delete "I C 36-8-8-7(a)," and insert "under section
7(a) of this chapter,”.

Page 20, line 34, after "officer" insert "or former marshal".

Page 20, line 36, after "officer" insert "or former marshal".

Page 20, line 37, after "fund." insert "A person may become a
member of the1977 fund under thissubsection without meetingthe
age limitation under section 7(a) of thischapter only if the person
satisfies:

(1) any aptitude, physical agility, or physical and mental
standardsestablished by alocal board under | C 36-8-3.2; and
(2) the minimum standardsthat are:
(A) adopted by the PERF board under section 19 of this
chapter; and
(B) in effect on the date the person becomes a member of
the 1977 fund.
Credit for prior service of a person who becomesa member of the
1977 fund under thissubsection shall bedeter mined under section
18 or 18.1 of thischapter. No service credit beyond that allowed
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1 under section 18 or 18.1 of this chapter may be recognized under
2 the 1977 fund.".
3 Renumber all SECTIONS consecutively.

(Referenceisto HB 1093 as printed February 11, 1999.)

and when so amended that said bill do pass.

Committee Vote: Yeas 11, Nays O.

Harrison Chairperson
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